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CITY OF LODI 
INFORMAL INFORMATIONAL MEETING 

"SHIRTSLEEVE" SESSION 
CARNEGIE FORUM, 305 WEST PINE STREET 

TUESDAY, JUNE 17, 2008 
 
 
An Informal Informational Meeting ("Shirtsleeve" Session) of the Lodi City Council was held Tuesday, 
June 17, 2008, commencing at 7:02 a.m. 
 
A. ROLL CALL 

Present: Council Members – Hitchcock, Hansen, Johnson, Katzakian, and Mayor Mounce 

 Absent:  Council Members – None 

Also Present: Deputy City Manager Krueger, City Attorney Schwabauer, and City Clerk Johl 
 
B. TOPIC(S) 
 

B-1 “Energy Cost Adjustment Update” 
 
Deputy City Manager Jim Krueger briefly introduced the subject matter of the energy cost 
adjustment (ECA) update. 
 
Electric Utility Director George Morrow provided a PowerPoint presentation regarding the 
ECA update. Specific topics of discussion included ECA background, an overview, forms of 
ECA, California utilities with ECA, Fitch report excerpt, Standard and Poors excerpt, Lodi 
ECA, ECA formula, Northern California Power Agency invoice, fiscal year 2008 load 
forecast, sample ECA calculation, ECA variability, actual ECA to date, ECA by rate class, 
ECA by class, low residential, mid residential, high residential, commercial, industrial, ECA 
actuals, ECA forecast, and a summary. 
 
A brief discussion ensued between Mayor Pro Tempore Hansen and Mr. Morrow regarding 
the predictions in newspapers of the rising cost of energy, including that associated with 
coal and climate change regulations for the same. 
 
In response to Council Member Johnson, Mr. Morrow stated that, while the specific 
Standard and Poors slide reference has not been shared with the industrial users, the flavor 
of the same has been shared with the industrial users.  
 
In response to Council Member Hitchcock, Mr. Morrow confirmed that the ECA is based on 
the cost for power supply only and other costs associated with running the utility are 
adjusted as necessary on the base rate side.  
 
In response to Council Member Hitchcock, Mr. Krueger stated there are cost of living 
adjustments built into the water and wastewater utilities and such adjustments, although 
automatic, do require City Council approval.  
 
In response to Mayor Mounce, Mr. Morrow stated the ECA was negative at .0125 during the 
month of September in the last year.  
 
In response to Council Member Katzakian, Mr. Morrow stated the numbers for the ECA by 
rate class is based on six months.  
 
In response to Council Member Hitchcock, Mr. Morrow stated the Seattle City light 
exchange will go on until at least 2014 and a review is done on a regular basis to ensure 
the deal remains a good one for the City.  
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In response to Deputy City Manager Krueger, Mr. Morrow stated the next base rate 
increase will likely not be until 2012 or 2013 provided there are not any major changes in 
the market.  
 
In response to Mayor Pro Tempore Hansen, Mr. Morrow stated that, while there may be 
some unknowns with the new Lodi energy center and the fact that a new substation and 
transmission lines will be coming online at the same time, he is hopeful that the center will 
reduce overall costs. Mr. Morrow stated base costs may be adjusted if necessary to assist. 
 
In response to Council Member Johnson, Mr. Morrow stated that, with respect to debt 
service, one series is paid in 2013 and another series is paid in 2015, for a savings of 
approximately $5.2 million thereafter. 
 
In response to Council Member Hitchcock, Mr. Morrow stated rate comparisons are difficult 
because of the differences in customer size, tier levels, high or low factors, and other 
variables. He stated in general the City’s electric utility rates for residential are below 
Edison and San Diego and comparable with PG&E. Mr. Morrow stated the Electric Utility’s 
residential customers generally pay approximately 70% less than other electric utility 
customers in the State.  
 
In response to Council Member Hitchcock, Mr. Morrow stated other local agency rates are 
approximately 20% lower because their power supply costs are less than the City’s based 
on a variety of factors, including the ability to obtain additional hydro and geothermal power 
shares. 
 
In response to Council Member Hitchcock, Mr. Morrow stated larger utilities generally have 
more control, entitlement, and rights to their power and provided an example of the Redding 
electric utility.  
 
In response to Council Member Hitchcock, Mr. Morrow stated industrial rates also have 
many factors in comparisons and generally it appears the City’s Electric Utility is 20% to 
25% less than other utilities, including PG&E, and more comparable with other public 
utilities. 
 
In response to Myrna Wetzel, Mr. Morrow stated every customer pays the same rate, 
statistically there may be a higher percentage for lower usage, there still remains an 
incentive to save costs by conserving power, there are some considerations regarding 
nuclear energy although it is banned currently in California, and solar is still high in price 
based on kilowatt hours. 
 

C. COMMENTS BY THE PUBLIC ON NON-AGENDA ITEMS 
 

None. 
 
D. ADJOURNMENT 
 

No action was taken by the City Council.  The meeting was adjourned at 8:02 a.m. 
 
       ATTEST: 
 
 
 
       Randi Johl 
       City Clerk 
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CITY OF LODI 
COUNCIL COMMUNICATION 

AGENDA TITLE: 

MEETING DATE: June 17,2008 

PREPARED B Y  Electric Utility Director 

Energy Cost Adjustment (ECA) Update (EUD) 

RECOMMENDED ACTION: Receive a presentation by the Electric Utirity Director regarding 
an update of the Energy Cost Adjustment mechanism. 

BACKGROUND INFORMATION: Pursuant to City Council approval, the Electric Utility 
Department implemented an Energy Cost Adjustment in August 
2007. The purpose of the ECA is to address power supply 
related costs that differ from the amount of such costs included in 
base electric rates. Attached is a Powerpoint report which 
provides additional background and an update on the ECA. 

FISCAL IMPACT: None at this time. 

FUNDING: Not applicable. 

Electric Utility Director 

Attachment 

APPROVED: 
Blair King, City Manager 



City Council
June 17, 2008

City of Lodi, California

Electric Utility Update
“ECA”
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ECA Background

• EUD’s previous rates included a “manual” 
Market Cost Adjustment (MCA) mechanism

• Intent was to review and update 
quarterly/regularly to reflect market power costs

• Following its initial establishment, MCA level 
was not adjusted for over 4 years even though 
market power costs changed

• MCA varied from zero to as much as 19¢
per KWH depending on rate tariff.
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Overview

• ECA modified the “manual” MCA clause to 
reflect changes in power supply costs 
“automatically”

• Energy Cost Adjustment (ECA) updated 
monthly to reflect actual EUD costs

• ECA could reflect a charge during periods 
where costs are higher than “base” level or a 
credit when costs are lower than base level

• ECA identical for all rate classes
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Forms of ECA

• “ECA”s are called a variety of different names 
across the country

• Timeframes of adjustment run from monthly to 
quarterly to semi-annually to annually

• The types of charges included in an ECA run the 
gamut from all power supply costs, variable 
costs only, fuel only, purchased power only, etc.  
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CA Utilities with ECAs

• Anaheim
• Redding
• Los Angeles
• Roseville
• Imperial Irrigation District
• Lassen Municipal Utility District
• Pasadena
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CITY OF REDDING MUNICIPAL UTILITIES - SCHEDULE OF RATES 
23 
POWER COST ADJUSTMENT 
PURPOSE 
The purpose of this adjustment is to appropriately adjust for increases in REU’s wholesale power 
costs due to the Revenue Adjustment Clause (RAC) associated with purchases by REU from the 
Department of Energy, Western Area Power Administration (Western). 
APPLICATION OF POWER COST ADJUSTMENT 
The monthly Power Cost Adjustment (PCA) dollar amount to be added to each bill shall be 
obtained by multiplying the number of kilowatt-hours for which the bill is rendered by the 
applicable monthly PCA Factor. 
CALCULATION OF THE POWER COST ADJUSTMENT FACTORS 
1. The PCA Factor will be calculated and made effective every June 15 and December 15 to 
reflect any changes in Western's RAC. 
2. If Western's RAC amount, in dollars, is a debit (monies owed to Western by Redding), then: 
a. Western's RAC debit will be adjusted by: 
(1) Subtracting any amount, in dollars, that is over the PCA 
Balancing Account's minimum balance of $300,000 as recorded 2 
months prior to the effective date of the PCA Factor being 
calculated; however, 
(2) If the 2 months' prior balance of the PCA Balancing Account is 
below $300,000, then the necessary dollar amount required to 
restore the account to $300,000 will be added to Western's RAC 
debit. 
b. The adjusted debit dollar amount (as referenced in Section 2.a.) will be divided 
by the adjusted sum of all retail kilowatt-hour sales for the 6-month period 
beginning 12 months prior to the effective date of the PCA Factor. 
c. The adjusted sum of retail kilowatt-hour sales (as referenced in Section 2.b.) 
will be determined by multiplying the historical total kilowatt-hour sales by a 
historical 3-year average annual energy growth factor to reflect REU’s rate of 
growth in kilowatt-hour sales. 
d. The PCA Factor resulting from the calculations in Section 2.b. will be applied 
as a charge to all retail kilowatt-hour sales on a monthly billing-cycle basis 
beginning with the effective date of the PCA Factor being calculated. 
e. If the calculation of the PCA Factor results in a debit of less than 0.01 cents per 
kilowatt-hour, then the PCA Factor will be 0.00 cents per kilowatt-hour. The 
RAC debits from Western will be paid from the PCA Balancing Account. 
3. A PCA Balancing Account shall be maintained as an operating account for the purposes 
of accommodating the cash-flow fluctuations inherent in the PCA process. 
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Fitch Report “Excerpt”

 

 Liquidity Factor Considerations 
 

 

Positive  
A 

Best 
 

• Unrestricted cash. 
• Cash informally pledged. 
• Automatic rate adjustment 

(monthly preferred). 
• No automatic rate adjustment (but 

good dialogue with board). 
• Surplus fuel reserves. 

 

 
B 

Good 
 

• Automatic adjustment rate 
(semi annual or longer). 

• Cash formally pledged. 
• Margins substantially above rate 

covenant. 

 

Credit 
Effect 
 
 
 
 
 
 

Neutral/ 
Weak 

 

 
C 

Less Favorable 
 

• Low fuel reserves. 
• Use of existing commercial paper 

program. 
• Drawdown of bank facility. 

 
D 

Least Favorable 
 

• Operating margins narrowly 
meeting rate covenant. 

• No automatic rate adjustment. 
• New long-term deficit 

financing. 
• Asset sale. 

 

  
Quick 

 
Slow 

 

 
 

 
Liquidity Access 
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Publication date: December 18, 2006

California Public Power Credits Are Adapting 
To An Evolving Market

“On the financial side, many utilities that lacked fuel or power cost 
adjustments five or 10 years ago have now established them. These 
adjustments allow for quicker and more complete recovery of 
variable power and fuel supply costs, while at the same time 
reducing some of the politics that can limit or delay cost recovery. 
We believe utilities that have yet to implement some version of a 
variable cost recovery mechanism in their rate structures should
certainly consider them, especially those that are gas-dependent, as 
these mechanisms can help to stabilize financial performance and
debt service coverage ratios--two key factors in our credit analysis.” 

Excerpt
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Lodi ECA

• Equals amount of power supply cost different 
from 8.31 ¢/kwh

• Monthly based on actual power supply related 
costs (NCPA All Resources Bill plus locally 
paid for energy, if any)

• Adjustment for variations in actual vs. projected 
sales on a two month lag

• Simple and transparent

• Readily trackable auditable
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ECA Formula
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NCPA Invoice

$4,127,823
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FY08 Load Forecast
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SAMPLE 
ECA CALCULATION

=        .006

=       .0891  - .0831

41,770,348

=  3,719,665 - 0.0831

41,770,348

ECA (1/08) =  3,439,729 + 0  - (-3,159,556) (.0055 + .0831) - .0831

(e)

ECA =  (a) + (b) - (c)(d+f) - (f)

(JUNE, 2008)
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ECA Variability

• Generally market power prices higher in 
summer and winter (hence higher ECA)

• Seattle City Light Exchange
– Reduces power cost in summer months
– Increases power cost in winter months

ECA LevelSeason

High (1¢/kwh to 3¢/kwhWinter
Medium Range (0 to +1 ¢/kwh)Spring/Fall
Low (-1 to +1 ¢/kwh)Summer
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Actual ECA to date
($/kwh)

June 0.0060

May 0.0097
Apr 0.0055
Mar 0.0224
Feb 0.0253
Jan 2008 0.0177
Dec 0.0280
Nov 0.0148
Oct 0.0055
Sep -0.0125
Aug 2007 0.0027
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ECA by Rate Class

EA 580,246     
ED 42,937      
EM 9,837        
G1 163,673     
G2 433,651     
G3 65,326      
G4 70,227      
G5 215,272     
I1 194,578     

ES 42,892      
1,818,638  

Note: Actual totals for August 2007 through January 2008 (6 months)
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ECA by Class

$ Collected % Ttl Dollars # Accts % Ttl Accts Avg ECA/Bill
Residential 633,021        34.81% 24,545          86.47% 25.79            

Small Comm 640,215        35.20% 3,786            13.34% 169.10          
Lg Comm/Sm Ind 135,553        7.45% 17                0.06% 7,973.69       

Lg Industrial 409,850        22.54% 37                0.13% 11,077.02     
1,818,638     100% 28,385          100.00% 64.07            

Note: Actual totals for August 2007 through January 2008 (6 months)
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Low Residential

07-08 Usage Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Subtotal ECA Total ECA %
Jan 585 55.52     16.97     17.21     -         -         89.70     10.35     100.05    11.5%
Dec 544 55.52     16.97     8.05       -         -         80.54     15.23     95.77     18.9%
Nov 445 60.77     2.47       -         -         -         63.24     6.58       69.82     10.4%
Oct 465 66.03     -         -         -         -         66.03     2.56       68.59     3.9%
Sep 700 68.30     20.88     16.76     -         -         105.94    (8.75)      97.19     -8.3%
Aug 735 68.30     20.88     24.59     -         -         113.77    1.98       115.75    1.7%

Total 3474 374.44    78.17     66.61     -         -         519.22    27.95     547.17    5.4%

Note: Actual totals for August 2007 through January 2008 (6 months)
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Mid Residential

07-08 Usage Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Subtotal ECA Total ECA %
Jan 1138 55.52     16.97     61.24     113.21   -        246.94      20.14     267.08      8.2%
Dec 1076 55.52     16.97     61.24     93.49     -        227.22      30.13     257.35      13.3%
Nov 871 64.32     19.58     57.00     8.90      -        149.80      12.89     162.69      8.6%
Oct 842 68.30     20.88     48.50     -        -        137.68      4.63       142.31      3.4%
Sep 1060 68.30     20.88     75.32     31.16     -        195.66      (13.25)    182.41      -6.8%
Aug 1011 68.30     20.88     75.32     15.58     -        180.08      2.73       182.81      1.5%

Total 5998 380.26   116.16   378.62   262.34   -        1,137.38    57.27     1,194.65    5.0%

Note: Actual totals for August 2007 through January 2008 (6 months)



28

High Residential

07-08 Usage Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Subtotal ECA Total ECA %
Jan 1867 55.52     16.97     61.24     124.34    229.02    487.09      33.05     520.14      6.8%
Dec 1490 55.52     16.97     61.24     124.34    104.61    362.68      41.72     404.40      11.5%
Nov 1009 64.32     19.58     70.85     33.07     -         187.82      14.93     202.75      7.9%
Oct 1076 68.30     20.88     75.32     36.25     -         200.75      5.92       206.67      2.9%
Sep 1722 68.30     20.88     75.32     152.96    92.07     409.53      (21.53)    388.00      -5.3%
Aug 1832 68.30     20.88     75.32     152.96    128.37    445.83      4.95       450.78      1.1%

Total 8996 380.26    116.16    419.29    623.92    554.07    2,093.70    79.04     2,172.74    3.8%

Note: Actual totals for August 2007 through January 2008 (6 months)
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Commercial

07-08 Usage Tier 1 Cust Chg Subtotal ECA Total ECA %
Jan 5240 696.92    10.35     707.27    92.75     800.02    13.1%
Dec 4760 633.08    10.35     643.43    131.85    775.28    20.5%
Nov 5320 910.05    10.35     920.40    78.74     999.14    8.6%
Oct 4880 877.62    10.35     887.97    26.84     914.81    3.0%
Sep 7440 1,338.01 10.35     1,348.36 (93.00)    1,255.36 -6.9%
Aug 6520 1,172.56 10.35     1,182.91 17.60     1,200.51 1.5%
Total 34160 5,628.24 62.10     5,690.34 254.78    5,945.12 4.5%

Note: Actual totals for August 2007 through January 2008 (6 months)
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Industrial

Off Peak Partial Peak On Peak Cust Chg Subtotal ECA Total ECA %
Jan-2008 11,589.36  9,300.73       -            128.13      21,018.22     3,470.74    24,488.96     16.5%
Dec-2007 12,791.48  9,669.45       -            128.13      22,589.06     6,018.68    28,607.74     26.6%
Nov-2007 13,959.73  8,009.16       1,061.03    128.13      23,158.05     3,074.35    26,232.40     13.3%
Oct-2007 13,165.26  6,445.81       962.67      128.13      20,701.87     986.18      21,688.05     4.8%
Sep-2007 13,645.51  7,735.94       1,135.31    128.13      22,644.89     (2,513.08)   20,131.81     -11.1%
Aug-2007 14,296.96  6,640.53       2,415.08    128.13      23,480.70     535.41      24,016.11     2.3%

Totals 79,448.30  47,801.62     5,574.09    768.78      133,592.79    11,572.28  145,165.07    8.7%

Note: Actual totals for August 2007 through January 2008 (6 months)
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ECA Actuals

Customer Type Usage Elec Amt ECA Amt Billed Amt ECA %
Low-use Residential 3,474     519.22$          27.95$          547.17$          5.4%
Mid-use Residential 5,998     1,137.38$       57.27$          1,194.65$       5.0%
High-use Residential 8,996     2,093.70$       79.04$          2,172.74$       3.8%
Commercial (G1) 34,160    5,690.34$       254.78$        5,945.12$       4.5%
Industrial n/a 133,592.79$    11,572.28$    145,165.07$    8.7%

Note: Actual totals for August 2007 through January 2008 (6 months)
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ECA Forecast

0.9FY11

1.3FY10

1.4FY09

0.73 FY08

ECA (¢/kwh)
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Summary

• City has implemented an ECA beginning in August 2007

• Similar to Lodi’s past Market Cost Adjustment Charge 
(MCA)

• Consistent conceptually with the rate/fiscal practices of 
many other electric utilities.

• Operates automatically versus past MCA which required 
manual action to change

• Reduces Lodi’s exposure to market energy prices 

• Recommended by financial rating agencies
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Questions/Comments?




